Does CSR Enhance Young Bank Customers’ Satisfaction and Loyalty in a Developing Economy? The Mediating Role of Trust by Stella Zulu-Chisanga
Journal of Accounting and Finance in Emerging Economies   Vol.5, No 2, December 2019 
325 
 
 
Volume and Issues Obtainable at Center for Sustainability Research and Consultancy 
 
Journal of Accounting and Finance in Emerging Economies 
ISSN: 2519-0318 ISSN (E) 2518-8488  
Volume 5: Issue 2 December 2019 
Journal homepage: www.publishing.globalcsrc.org/jafee 
 
Does CSR Enhance Young Bank Customers’ Satisfaction and Loyalty in a 
Developing Economy? The Mediating Role of Trust 
 
Stella Zulu-Chisanga 
 
Copperbelt University, Zambia: stellachi77@gmail.com 
 
ARTICLE DETAILS ABSTRACT 
History 
Revised format:  November 2019 
Available Online: December 2019 
The role of corporate social responsibility (CSR) on firm performance is 
well documented in the literature. Although the majority of the evidence 
available points to a positive association between CSR and determinants 
of company performance such as monetary performance, personnel 
commitment and corporate identity, findings still remain rather 
inconclusive as negative or no correlation results are also reported. In 
addition, little is known about how CSR is perceived from a bank 
customer’s point of view and studies examining its effect on customer 
satisfaction and loyalty in developing economies are scanty. Drawing 
insights from the stakeholder and signaling theories, this study examines 
the effect of CSR on customer satisfaction and customer loyalty. The 
study also examines the mediating role of trust on these relationships. 
Data from 348 bank customers in Zambia indicates that CSR positively 
affects satisfaction and loyalty. It was also established that trust has a 
significant mediating effect on the relationships. With the increase in 
complexity and dynamism of today’s business environment banks are 
advised to be more socially responsible as one way of building trust and 
customer satisfaction and loyalty. 
  
 
© 2019 The authors, under a Creative Commons Attribution-Non 
Commercial 4.0  
Keywords 
Corporate Social Responsibility, 
Trust, Customer Satisfaction and 
Loyalty 
 
JEL Classification:  
M14,L16,L19 
Corresponding author’s email address:  stellachi77@gmail.com  
Recommended citation: Chisanga, S. Z., (2019).  Does CSR Enhance Young Bank Customers’ Satisfaction and 
Loyalty in a Developing Economy? The Mediating Role of Trust. Journal of Accounting and Finance in Emerging 
Economies, 5 (2), 325-342 
DOI: 10.26710/jafee.v5i2.938 
 
1. Introduction 
Corporate Social Responsibility (CSR), defined as the obligation of businesses to take actions that protect 
and improve the welfare of all stakeholders (Friedman, 1970; Davis, 1975), has over the past years 
attracted much attention from academicians and business managers. Researchers suggest that CSR is an 
effective strategic tool to create a long-term competitive edge for a firm and has a positive impact on 
performance (McGuire et al., 1988; Graves and Waddock, 1994; Schwartz and Carroll, 2003; Khan et al., 
2013; Carroll, 2016). The understanding is that a firm with policies and practices that protect and 
contribute to the wellbeing of its various stakeholders such as society, customers, employees, rather than 
business owners only, is more likely to build a strong reputation and reap a variety of benefits such as 
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attracting qualified and committed employees, positively influencing buyer behavior and gaining favour 
from government authorities (Collier and Esteban, 2007; Kim, et al., 2010; Martínez and Rodríguez, 
2013). However, other researchers argue that CSR is a costly activity that could harm performance (e.g., 
Bromiley and Marcus, 1989; Wright and Ferris, 1997; Story and Neves, 2015; Wu and Shen, 2013), and 
still others claim that CSR does not significantly relate to performance (e.g., Aupperle et al., 1985; Teoh 
et al., 1999; McWilliams and Siegel, 2001; Paulik et al., 2015). Although relatively more studies have 
found a positive relationship between CSR and firm performance, results still remain inconclusive (Story 
and Neves, 2015). 
 
An additional important deficiency in the literature is how CSR is perceived from a customer’s point of 
view (Kiessling et al., 2016). Indeed, while CSR scholars have called for more CSR research to be 
directed toward how a company’s CSR activities affect customer bahaviours (Kiessling etal., 2016; 
Bondy et al., 2012; Harrison et al., 2010; Ziek, 2009), little is known on how CSR affects customers in 
many developing African countries. More specifically, a review of the literature indicates that the few 
studies on CSR in Zambia, a developing African country and the setting of this study, have largely 
focused on the mining sector (Lungu and Shikwe, 2006; Choongo, 2017), to the neglect of not only CSR 
practices in other sectors such as banking but also other performance outcomes like customer satisfaction 
and loyalty. To highlight, the role of CSR on customer satisfaction and customer loyalty in the banking 
sector in most developing economies is not clear in the literature. Besides, although scholars have 
investigated the relationship between CSR and customer loyalty in developed economies (e.g., Martínez 
and del Bosque, 2013; Chung, et al., 2015), very few studies examine the role that trust plays as a 
mediator of the relationship. Yet trust is a fundamental ingredient in building relationships between 
customers and service providers and has significant implications when it comes to marketing outcomes 
such as customer satisfaction and loyalty (Yadav et al., 2018). 
 
Accordingly, the aim of this study is to empirically examine the effect of CSR on bank customer 
satisfaction and customer loyalty both directly and indirectly through trust in a developing-economy. The 
study draws insights from the stakeholder and signaling theories to posit that CSR has both direct and 
indirect through trust, effects on customer satisfaction and customer loyalty. Our contention is that a 
firm’s CSR engagement is a basis for consumers to evaluate a company’s products and services. As such, 
we see CSR as one of the effective ways to retain customers and possibly attract new ones for banks at a 
time of rising international competition, increased customer expectations, oversupplied and mature 
markets and lower switching costs (Saeidi et al., 2015). We argue, first, that a firm’s CSR activities 
customers perceive to be positive can lead to high customer satisfaction and customer loyalty. Second, we 
contend that a firm with more CSR activities is able to signal a positive image and build customer trust 
and in turn increase customer satisfaction and customer loyalty. Both the stakeholder and signalling 
theories, which suggest that greater CSR activities help firms create social legitimacy among its various 
stakeholders and boost a firm’s reputation assets (Fombrum et al., 2000), support our contention. 
 
By so doing, this study enriches scholarly knowledge explicitly showing how CSR activities of banks in a 
developing economy help build customer satisfaction and customer loyalty. The fact that prior research 
has focused mainly on understanding CSR and customer loyalty in firms located in developed-economy 
markets, means that there is little understanding in the literature of potential variations in CSR outcomes 
in firms located in developing African markets. Yet, as George et al. (2016) posit, developing African 
countries such as Zambia present an exciting context and rare opportunity to advance knowledge to 
existing business theories and to test their relevance beyond the developed economy context. Indeed, 
since social-economic factors and institutional arrangements in developed countries may be different to 
those of developing economies, there is ground for research in developing economies (Hoskisson et al., 
2000; Visser, 2006; Xu and Meyer, 2013). By testing the conceptual model on Zambian-based banks, the 
study provides evidence of the applicability of not only the CSR phenomenon but also Western developed 
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and validated measures beyond the developed economy context and is a timely response to appeals to 
business strategy researchers to embrace developments in such regional settings to advance the 
development of theory and practice (George et al., 2016; Jamali and Karam, 2018). Further, the study 
empirically examines the under-researched mediating role of trust on the relationship between CSR and 
customer satisfaction and loyalty. Bank managers and policy makers are encouraged to invest more in 
CSR activities to build customer trust, a relevant ingredient for customer satisfaction and loyalty.  
 
In the section that follows next, we present a review of the literature and theoretical framework as well as 
the study’s hypotheses. We then explain the methods we used to test our model and later present findings 
of the study. A discussion of the results in terms of implications to theory and practice is given. The study 
concludes by suggesting directions for further research. 
 
 2. Literature Review, Theoretical Framework and Hypotheses Development 
There is consensus in the literature that a firm has a responsibility to not only produce and market goods 
and services that meet people's needs and make profit but also cooperate with society to solve problems 
which might have been caused by the side effects of the business activities (Maignan and Ferrell, 2004; 
Carroll and Shabana, 2010; Mishra and Modi, 2016; Grayson and Hodges, 2017). Accordingly, CSR is a 
commitment to enhance societal well-being using discretionary business practices as well as contributions 
of corporate resources (Kotler and Lee, 2005;2008) and is believed to be an irrefutable priority, an 
opportunity as well as a competitive advantage for most firms around the world (Lam and Lim, 2016). 
Scholars submit that CSR should be a conscious and consistent commitment to fully comply with the 
purpose of the company both internally and externally, considering the expectations of all participants 
which may be economic, social or human and environmental, as well as demonstrating respect for ethical 
values, people, communities and the environment to build the common good (Aguilera et al., 2007; 
Murray and Vogel, 1997; Sourvinou and Filimonau, 2018). By so doing, firms gain advantages that are 
reflected in qualitative and quantitative benefits. 
 
CSR activities can range from pure philanthropic community engagements such as charitable 
contributions to more strategic activities that enhance firm performance such as  employee commitment, 
increased attractiveness or reputation of the firm to its stakeholders and positive consumer orientation and 
purchase behaviour (Carroll, 1999; Owen and Scherer, 1993; Cone et al., 2003; Stanwick and Stanwick, 
1998; Perez-Batres et al., 2012). For example, studies by Kim et al. (2010), Korschun et al. (2014) and 
Lee et al. (2013) provide evidence that socially responsible companies record higher performance due to 
increased employee commitment and productivity. Also, several marketing studies suggest that CSR can 
positively affect consumers’ attitudes towards the firm and its products and services (e.g., Vlachos et al., 
2009; Kotler and Lee, 2005; Ailawadi et al., 2014; Chung et al., 2015; He and Li, 2011; Marin et al., 
2009; Brown and Dacin, 1997; Lichtenstein et al., 2004). There is evidence that a companies’ CSR 
activities such as participation in humanitarian events, cause-related marketing and sponsorship of local 
events are more likely to influence consumer behavior such as word of mouth advocacy, purchase, and the 
creation of higher customer loyalty (Alafi and Hasoneh, 2012; Chung et al., 2015).  
 
 Within the banking sector, CSR is rapidly gaining importance world over (McDonald and Rundle-Thiele, 
2008; Poolthong and Mandhachitara, 2009; Hoang, 2014; Paulik et al., 2015; Alafi and Al sufy, 2012) and 
is viewed as one way of differentiating one brand from the other and enhancing performance. For 
example, Mocan et al’s (2015) study indicates that CSR is a relevant strategic tool in the banking industry 
that improves economic efficiency, enhances company reputation, employee loyalty and communication 
between the banking industry and society. Shen et al. (2016) also provide evidence that CSR oriented 
banks outperform non-CSR banks in terms of return on assets and return on equity. Branco and Rodrigues 
(2008) also reveal that social responsibility disclosure (SRD) on the internet by Portuguese banks is part 
of the strategies banks use to enhance reputation. Although these studies show that CSR can bring many 
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advantages for the banking sector, Paulik et al. (2015) study however shows that customers’ perception of 
CSR does not have significant effect on their satisfaction. Also, a more comprehensive study of 162 banks 
in 22 countries by Wu and Shen (2013) indicates that while CSR is both positively associated with 
financial performance in terms of return on assets, return on equity, net interest income, and non-interest 
income, CSR is negatively associated with non-performing loans.  
 
In Zambia, a developing Sub-Saharan African economy, most banks have become more interested in and 
have embraced CSR in an effort to differentiate themselves and influence positive customer perception to 
achieve sustainable competitive advantage (Zambia Daily Mail, 2018) due to the stiff competition from 
both local and foreign players. For example, the Zambia National Commercial bank (Zanaco), one of the 
leading banks in Zambia, established a CSR office to specifically focus on CSR activities and issues. As a 
way of giving back to the community, the bank conducts financial education for its various customer 
groups and offers direct community support around various areas such as health, education and 
environment (Zanaco report, 2018). However, while there is a growing CSR interest by banks in Zambia, 
little is known on how bank customers perceive CSR activities especially its effect on buyer behaviour. A 
review of the literature indicates that the most of the research that has been done on CSR in Zambia has 
focused on the mining sector (e.g., Noyoo, 2010; Phiri et al., 2019; Cronje et al., 2017). As such, 
questions on whether bank customers appreciate CSR activities and how CSR affects buyer behaviour in 
developing economies in general and Zambia in particular remain unanswered. 
 
Another important research gap in the literature is that the majority of the literature on CSR largely takes 
a stakeholder perspective (Chung et al., 2015) to the neglect of other theories such as the signaling theory. 
This study therefore draws insights from the stakeholder theory to examine the effect of CSR on customer 
satisfaction and customer loyalty and follows the signaling theory to examine the mediating role of trust. 
Stakeholder theory is essentially a theory about how business works at its best, and how it could work to 
improve and protect its various stakeholders (Freeman et al., 2010). The theory lists and describes 
stakeholders as individuals and groups who are affected by the company’s actions and these include 
customers, suppliers, employees and investors. It is based on the understanding that the interests of groups 
are joint and that to create value; one must focus on how value gets created for each and every stakeholder 
(Freeman et al, 2010). As an example, firms incorporate corporate social responsibility into their 
marketing strategies to obtain customer recognition and loyalty as well as of other key stakeholders of the 
market (McWilliams and Siegel, 2001).  
 
We draw insights from the signaling theory to postulate that CSR initiatives are tantamount to signals 
conveyed by a company to condense the uncertainty that can weigh upon consumers’ purchasing 
decisions (Spence, 1973). Signaling is a notion that one party (termed the agent) plausibly conveys certain 
information about itself to another party (the principal) (Spence, 1973). According to this theory, high 
signal fit, that is the extent to which a signal corresponds with the unobservable signaler characteristic, is 
critical to the effectiveness of an informational cue (Connelly et al., 2011). Although rarely used in CSR 
studies, we find it reasonable to draw from  the signaling theory to argue that building customer trust is a 
potential benefit for firms of embracing socially responsible practices (Montiel et al., 2012; Ramchander 
et al., 2012; Turban and Greening, 1996). The logic is that CSR practices may be a signal that reveals 
supplementary information to relevant stakeholders, customers in this case, to enhance predictability and 
trustworthiness of a company (Su et al., 2016). Thus, from a customer’s perspective, banks’ CSR 
activities serve as an indicator of a bank’s reliability and trustworthiness. 
 
2.1 Corporate Social Responsibility and Customer Satisfaction 
While researchers have considered the impact of CSR on myriad factors including financial performance, 
attitudes, intentions, emotional attachment, and brand identification, few studies have considered the 
relationship between CSR and customer satisfaction. Yet, the marketing literature recognizes customer 
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satisfaction as a significant part of corporate strategy and a key driver of market value and long-term 
profitability. Customer satisfaction is defined as the overall assessment based on the customer’s total 
purchase and consumption experience with a good or service overtime (Luo and Bhattacharya, 2006). It is 
also the result of the comparison between what the customer anticipates of a product or service and what 
is actually perceived or delivered (Walsh and Bartikowski, 2013). According to Chung et al. (2015), 
satisfaction is not only inherent in the attributes of a product or service itself but also in the consumer’s 
perceptions of a company as a whole.  
 
We draw insights from the stakeholder theory, which recognizes customers as one of the important 
stakeholders of a firm to argue that CSR has a positive effect on customer satisfaction. The logic is that 
being stakeholders, customers are likely to take keen interest in a firm’s CSR activities to an extent that 
they are likely to be happy with a firm that presents itself as socially responsible toward society (He and 
Li, 2011). A firm that engages in high CSR activities is likely to create a favourable image that enhances 
consumers’ evaluations and attitudes towards a company. Also, the fact that customers evaluate firms as 
well as a firm’s products in terms of CSR engagements, it is reasonable to expect that CSR activities in 
consumers' evaluation situation that are perceived more positively lead to higher customer satisfaction 
(Perez, 2013; Saeidi at al., 2015). Our argument is also consistent with prior studies that have found a 
positive relationship between CSR and customer satisfaction (e.g., Perez, 2013; Alafi and Hasoneh, 
2012). Therefore we hypothesize that: 
H1: There is a positive relationship between CSR and customer satisfaction. 
 
2.2 Corporate Social Responsibility and Loyalty 
Customer loyalty is a non-random predisposition exhibited by a customer to keep buying products from 
the same firm and associate positive images with the firm’s products (Dick and Basu, 1994). Therefore, 
building a loyal customer base has become a major marketing goal as well as a crucial basis for 
developing a sustainable competitive advantage (Chung et al., 2015). Prior research has shown that 
customers consider a company’s CSR initiatives when evaluating the company and its products (e.g., 
Chung et al., 2015; Dick and Basu, 1994; Choi and La, 2013; Pérez and del Bosque, 2015). To an extent 
that if customers are satisfied with a company’s CSR activities and view a company to be socially 
responsible, they will increasingly be inclined to re-purchase its products or services and become loyal 
customers exhibiting strong customer goodwill. More specifically, studies by Choi and La (2013) and 
Pérez and del Bosque (2015) demonstrate that CSR commitment has a crucial role to play in generating 
loyalty among a company’s customers. Hence, we suggest that 
H2: There is a positive relationship between CSR and customer loyalty. 
 
2.3 The Mediating Role of Trust 
Trust refers to values a firm shares with customers and these values, if upheld by the firm, instill 
confidence in an exchange and can a signal of a partner’s reliability and integrity (Morgan and Hunt, 
1994; Fatma et al., 2015). Coulter and Coulter (2002) conceptualize trust in a service provider as the 
perception of that service provider‘s confidentiality, honesty, integrity and high ethical standards. From 
the customer’s point of view, trust has been understood as a customer’s belief that the firm will perform in 
a manner consistent with their expectations (Park et al., 2014). It refers to common values a company 
shares with customers (Morgan and Hunt, 1994; Fatma et al., 2015). Thus, trust is a fundamental 
constituent in building and maintaining long-term relationships between a firm and its customers (Morgan 
and Hunt, 1994; Fatma et al., 2015; Pivato et al, 2008).  
 
The perception that a company is ethical and responsible stimulates trust-based relationships founded on 
the belief that all exchange partners’ actions will be credible beyond any contractual or legal constraints 
(Swaen and Chumpitaz, 2008). As such, a firm’s socially responsible initiatives provide information 
about its character and values that help in building customer trust in the firm (Fatma et al., 2015). This 
Journal of Accounting and Finance in Emerging Economies   Vol.5, No 2, December 2019 
330 
study draws insights from the signaling theory to suggest that CSR activities create positive signals to 
stakeholders about the ethics and values of the company and this should lead to customer satisfaction and 
customer loyalty (Spence, 1973:1974). The logic is that firms that engage in CSR are more likely to be 
identified as trustees that act in the interests of the stakeholders, customers in this case, (Dirks and Ferrin, 
2001, Rupp et al., 2006; Greser and Balmer, 2007; Kim, 2019) and this will lead to intensification of 
stakeholders’ trust in the firm.  
 
Our reasoning is in line with academic literature which identifies trust as a prerequisite for the satisfaction 
and creation and preservation of long-term relationships between a firm and its customers (Morgan and 
Hunt, 1994; Martinez and del Bosque, 2013; Choi and La, 2013; Fatma et al., (2015), especially in the 
context of intangible services marketing such as banks. The relationship marketing literature highlights 
the importance of trust as basic, fundamental and necessary to establish and develop long-term 
relationships element in order to implement a strategy of relationship marketing successfully (Bricci et al., 
2016). In fact, researchers such as Bricci et al. (2016) and Elena and Jose (2001) have found trust to have 
a positive and direct effect on customer satisfaction. As Bricci et al (2016) inform, trust is considered by 
many studies of relationship marketing as essential to take into account in the development of lasting 
relationships and loyalty.  So et al. (2013) agree with this view and add that trust is one of the most crucial 
and key component to building a relationship and thus is a strong determinant of customer loyalty. 
 
While relatively many studies have tried to understand the trust-satisfaction and trust- loyalty links as they 
seem to be important relationships in the field of marketing (Furnell and Karweni, 1999; Vlachos et al., 
2009), very few studies have examined the mediating role of trust on the CSR-customer satisfaction and 
CSR-Customer loyalty relationships (Choi and La, 2013; Martinez and del Bosque, 2013). We argue that 
CSR initiatives are likely to have a direct influence on consumer trust and affect perceptions about the 
quality of the products/services that a company is offering (Swaen and Chumpitaz, 2008) and in turn 
enhance customer satisfaction and customer loyalty. Our argument is in line with Fatma et al., (2015) 
study where trust was found to mediate the relationship between CSR and corporate reputation and brand 
equity. Therefore, based on these ideas about trust, we propose the following hypotheses: 
 
H3a. CSR positively influences customer satisfaction through trust. 
H3b. CSR positively influences Customer loyalty through Trust. 
 
Figure 1- Conceptual Model 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Customer  
satisfaction 
CSR 
Customer loyalty 
Trust 
H1 
H3a 
      H3b 
       H2  
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3. Methodology 
3.1 Sample and Data Collection  
To test the conceptual model, data was collected from student bank customers at the Copperbelt 
University in Kitwe, Zambia. The banking sector remains critical in the economic development of most 
countries through its ability to gather deposits from savers and distribute it to individuals and firms that 
need it for investment and production (Ghosh, 2017). In Zambia, this sector is growing at a rapid rate and 
is experiencing stiff competition from both local and foreign players (Simpasa et al., 2015). As such, a 
growing number of banks have become more customer focused and are seeking ways of building long 
lasting relationships with customers, a situation which was not the case before. It is not surprising that 
most banks in Zambia have become more interested in and have embraced corporate social responsibility 
(CSR) in an effort to influence positive customer perception and achieve sustainable competitive 
advantage (Zambia Daily Mail, 2018). Kitwe is not only the second largest city in Zambia in terms of size 
and population but also commercially rich with almost all banks in Zambia having at least a branch. The 
Copperbelt University is the second largest public university in Zambia with most of its students being on 
the government scholarship scheme, which allows them to receive a monthly stipend. As such, most of 
the students at the university need and use bank services.  
 
We targeted students who had at least one bank account active at the time of answering the questionnaire. 
These student bank customers were found at the university, in the lodging rooms, classroom and 
corridors. Being bank customers, it was appropriate to understand students’ reactions to the banks’ 
involvement in uplifting the living standards of people in communities in which they (banks) operate.  In 
addition, it was easier to generate information from active student bank customers because then the 
respondents had a service in mind. Therefore, a structured questionnaire was used and administered to 
students that met the following requirements: (1) they were registered students at the Copperbelt 
University; (2) the students had an account with one of the banks; and (3) students were aware of the 
banks CSR activities. Using the Raosoft online calculator with an estimated population of 20,000 
registered students (based on records from the University’s academic office), the minimum required 
representative sample size of 377 was derived. A simple random sampling technique was used to select 
participants for the survey. Of the 377 questionnaires face-to-face administered, 348 useable 
questionnaires were returned (response rate of 92.3%). This response rate is impressive and confirms 
Saunders and Lewis’ (2012) argument that the face-to-face approach is usually associated with high 
response rate. The response rate is also comparable to previous student research studies (e.g., Mwiya et 
al., 2018). The sample profile is given in table 1 below. 
 
    Table 1: Sample Profile 
 
Characteristic Description Frequency Percent Cumulative 
Percent 
Gender Male 198 56.9 56.9 
Female 150 43.1 100.0 
Age Group 16 – 20 45 12.9 12.9 
21 – 25 290 83.3 96.2 
Above 25 13 3.8 100.0 
Faculty School of Business 159 45.7 45.7 
School of Engineering 95 27.3 73.0 
School of Mathematics and 
Natural Sciences 
61 17.5 90.5 
School of Built Environment 20 5.7 96.2 
School of Natural Resources 13 3.8 100.0 
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The resulting sample profile shows 56.9% male and 43.1% female. The majority of the respondents were 
aged between 21 and 25. The average age of between 21 and 25 in the sample is typical of university 
students in Zambia (Mwiya, et al., 2018). 46% of the respondents were from the School of Business while 
School of Natural Resources had the least respondents (4%). The School of Business offers business 
courses such as banking, finance and marketing in which corporate social responsibility issues are 
discussed. Therefore, we are confident that the majority of the students surveyed have an understanding 
and knowledge of the study at hand. 
 
3.2 Measures 
We derived items used to measure the theoretical constructs from an extensive review of extant literature. 
This does not only assure us of content validity but also allows for comparison of results with prior 
studies (Thompson, 2009). However, the items’ wording was adapted, where necessary, to reflect 
customers’ understanding of the constructs and as applied to the banking sector based on the pilot test of 
the questionnaire. Each item was measured using a 5-point Likert scale, ranging from strongly disagree 
(1) to strongly agree (5). Table 2 displays details of the measures used and their sources.   
 
We adapted our CSR measures from Brown and Dacin (1997). Specifically, the instrument measured the 
extent to which customers perceived their bank to be socially responsible. For example, customers were 
asked the following question: this bank shows it’s committed towards society by improving the welfare of 
the communities in which it operates. Trust was measured with 5 items adapted from Morgan and Hunt 
(1994) and Sirdeshmukh et al. (2002). The measures tap the extent to which customers trust their 
respective banks. Sample items include ‘The services of this bank make me feel a sense of security. We 
measured customer satisfaction with 4 items drawn from the original 6 items used by Cronin et al. (2000). 
The sample items include: ‘I think I did the right thing when I joined this bank’. Customer loyalty was 
measured using 4 items provided by Zeithaml et al. (1996) and Sirdeshmukh et al. (2002). An example of 
the items is ‘I shall continue considering this one as my main bank in the next few years’.  
 
The instrument also included questions that sought demographic information such as age, gender, the 
program the student is enrolled in, and the name of the bank that the student participant mostly used. In 
fact, age and gender were used as control variables in line with previous studies (e.g., Mwiya et al., 2018). 
Age was log transformed while gender was measured as a dichotomous variable coded such that 1 was for 
female and 2 male. 
 
3.3 Reliability and Validity Test of the Instrument 
We used principal component analysis with varimax rotation to examine the factor structure of the 
constructs and to establish construct validity. Results indicate that all the scale items were adequate for 
measuring the latent variables. For example, Kaiser-Meyer-Olkin measure of sampling adequacy at 0.915 
was well above the minimum 0.50 threshold and Bartlett’s Test of Sphericity was significant (Chi-Square 
= 3013.003, df = 120, sig. < 0.001) (Pallant et al., 2016). In addition, all the four main factors with the 
Eigen values above 1.0 arose and the four factors altogether explained a total of 67.66% of the variance. 
Furthermore, all scales showed discriminant validity with each scale item loading on the respective factor 
and there were no cross loadings. Reliability tests for internal consistency of the respective items in the 
four latent variables also yielded satisfactory Cronbach alpha scores of above Bagozzi and Yi’s (2012) 0.7 
threshold. Specifically, the Cronbach alpha values for CSR, trust, satisfaction and loyalty are 0.744, 
0.853, 0.863 and 0.786 respectively as shown in see Table 2. 
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Table 2: Factor Analysis and Reliability Results 
 
 
Items 
Components 
            
1 
                  
2 
                   
3 
            
4 
CSR 
This bank protects the environment 
This bank shows it’s committed towards society by improving the welfare 
of the communities in which it operates. 
The bank directs part of its budget to donations to social causes. 
Trust 
The services of this company make me feel a sense of security. 
I trust on the quality of this bank. 
I trust the quality of the hiring process of this bank 
This bank is interested in its customers. 
This bank is honest with its customers. 
Customer Satisfaction 
My choice to be a part of this bank was a wise one. 
I think I did the right thing when I joined this bank. 
This bank offers exactly when I need for my banking services. 
Overall, I am satisfied with the services of this bank. 
Customer Loyalty 
I usually use this bank as my first choice compared to other banks. 
It would be costly in terms of money, time and effort to end the relationship 
with this bank. 
I shall continue considering this one as my main bank in the next few years. 
I would recommend this bank if somebody asked my advice. 
 
0.786 
0.823 
 
0.762 
 
 
 
 
 
 
0.815 
0.809 
0.844 
0.817 
0.825 
 
 
 
 
 
 
 
 
 
 
 
 
0.808 
0.804 
0.852 
0.835 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
0.722 
0.813 
 
0.681 
0.709 
Cronbach Alpha 0.744 0.853 0.863 0.786 
 
4.0 Results 
4.1Correlations results 
Data were analysed in phases using SPSS. First, Pearson’s correlation coefficients were computed to 
establish whether there was significant linear relationships among CSR, trust, satisfaction, and loyalty 
before carrying out the hierarchical regression analysis. Table 3 indicates the means, standard deviations 
of the variables including of the control variables (age and gender) as well as correlations among all these 
variables. We followed Pallant et al., (2016) to conclude that multicollinearity is not an issue in this study 
as the all the correlations are less than 0.80. 
 
Table 3. Mean, Standard Deviation and Correlation Matrix 
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From Table 3, it can be seen that there is a link between loyalty and satisfaction which is strong and 
significant (r=.744, p<0.01). Other important relations worth noting are those between trust and 
satisfaction (r=.704, p<0.01) and trust and loyalty (r=.687, p<0.01). The table also shows positive 
correlations of CSR and satisfaction (r=.400), CSR and Loyalty (r=0.401) and CSR and trust (r=.482). It 
is also important to note that the control variables, actual age and gender, are negatively correlated. 
However, there is an insignificant correlation between the control variables and the other variables. 
 
4.2 Regression Results 
Next, hierarchical regression analysis was conducted to test the hypotheses. To start with, the effect of the 
control variables, age and gender, on the dependent variables satisfaction, loyalty and trust, respectively 
was measured in Models 1a, 2a and 3a. Then Models 1b, 2b and 3b were examined measuring the effect 
of the control variables and the direct effects on the dependent variables. From Table 4, it can be seen that 
CSR is not significantly related to customer satisfaction (.079, 1.806) and as such H1 of a direct 
relationship is rejected. H2 is accepted as CSR has a positive and significant effect on loyalty (.090, 
2.020). Although not hypothesized, CSR has a positive effect on trust (.482, 10.213*). Trust has a positive 
and significant relation on customer satisfaction (.666, 15.283*) and customer loyalty (.643, 14.437*), 
respectively, suggesting possible mediating effects of trust. The next section gives further test results of 
this mediation relationship. 
 
Table 4. Regression Results 
 
Independent 
Variable 
Model 1a Model 1b Model 2a Model 2b Model 3a Model 3b 
 Dependent 
variable: 
Customer 
satisfaction 
Dependent 
variable: 
Customer 
satisfaction 
Dependent 
variable: 
Customer 
loyalty 
 
Dependent 
variable: 
Customer 
loyalty 
 
Dependent 
variable: 
Trust 
Dependent 
variable: 
Trust 
 Beta, t Beta, t Beta, t Beta, t Beta, t Beta, t 
age .031, .546 -.004, -.104 .033, .584 .000, -.020 .052, .929 .052, 1.050 
gender .024, .673 .011, .265 .046, .822 .033, .814 .017, .302 .006, .113 
CSR  .079, 1.806  .090, 2.020*  .482, 10.213* 
Trust  .666, 15.283*  .643, 14.437*   
Mean
Std. 
Deviation N 1 2 3 4 5
1 Satisfaction 3.4978 0.88546 348 -        
2 Loyalty 3.4411 0.91602 348 .744** -        
3 Actual age 22.46 1.837 348 0.024 0.020 -        
4 Gender 0.4310 0.49593 348 0.015 0.037 -.273** -        
5 Trust 3.4494 0.83723 348 .704** .687** 0.047 0.003 -        
6 Corporate Social Responsibilty 3.1360 0.81454 348 .400** .401** -0.006 0.023 .482**
**significant at p<0.01
Variable
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R .033 .708 .049 .692 .050 .484 
R Square .001 .501 .002 .479 .003 .235 
Adjusted R 
Square 
-.005 .495 -.003 .473 -.003 .228 
F- Statistic .189 86.021 .408 78.786 .433 35.142 
 
4.3 Mediation 
We followed Baron and Kenny (1986)’s procedure which explains that a variable’s mediation must meet 
three conditions: 1. the independent variable is a significant predictor of both the dependent and mediator 
variables; 2. The mediator variable is a significant predictor of the dependent variable, and 3. The effects 
of the independent variable on the dependent variable are reduced when the mediator variable is added to 
the regression model. Mediation is completely accepted if the effect of the independent variable on the 
dependent variable is no longer significant when the mediator variable is added. On the other hand, 
mediation is partially accepted if the effect of the independent variable decreases, but remains significant 
(Baron and Kenny, 1986; Preacher and Hayes, 2004). The analysis was done using a three-step procedure 
suggested by Baron and Kenny (1986) and the three conditions were met. However, considering the 
shortcomings inherent in Baron and Kenny’s method in that it does not directly test for the mediation 
effect; has higher type 1 error rates and assumes normal distribution of errors (Preacher and Hayes, 2008; 
Swickert et al., 2012; Zhao et al., 2010), the Sobel statistical test was performed to determine whether the 
association between independent and dependent variables were significantly reduced when a mediator 
variable was included (Soulsby and Bennett, 2015; Zhao et al., 2010; Preacher and Hayes, 2008).This 
technique directly tests the indirect effect between the independent and dependent variables through a 
mediator variable and is recommended by scholars (Cardon et al., 2009; Goethner et al., 2009; 
Khedhaouria et al., 2015).  
 
Results of the Sobel test in Table 5 show that the effect of the independent variable CSR on the mediating 
variable, trust, is positive and  significant (a=0.495, p<0.01). The table also indicates that trust’s influence 
on customer satisfaction is significant (b=0.704, p<0.01). Further, the table indicates that CSR has a total 
effect on customer satisfaction which is significant (c=0.435, p<0.01). However, the effect of CSR on 
satisfaction decreases and is not significant when trust is added to the equation (c=0.435 to c’=0.086). The 
mediation effect is significant (Z=8.552, p<0.01) and we can therefore deduce from the Sobel test results 
that trust fully mediates the relationship between CSR and satisfaction. 
 
Furthermore, Sobel test results show that trust’s influence on customer loyalty is positive and significant 
(b=0.703, p<0.01). The CSR also has a significant positive direct effect on customer loyalty (c’=0.102, 
p<0.05). CSR’s total effect on customer loyalty is also significant (c=0.45, p<0.01) and so is the 
mediation effect (Z=8.374, p<0.01). Although the effect of CSR on loyalty decreased when trust was 
added to the equation, the CSR-loyalty relationship remained significant and we can therefore conclude 
that trust partially mediates the CSR-customer loyalty relationship. 
 
Table 5. Sobel Mediation Analysis  
 
Hypothesis Independent 
variable 
Mediating 
variable 
Dependent 
variable 
Effect of 
IV on 
mediator 
(a) 
Unique 
effect of 
mediator 
(b) 
Direct 
effect 
(C’)  
Total 
effect 
(c) 
Sobel 
Test 
(Z) 
Degree of 
mediation 
3a CSR Trust Satisfaction 0.495** 0.704** 0.086 0.435** 8.552** Full 
3b CSR Trust Loyalty 0.495** 0.703** 0.102* 0.45** 8.374** Partial 
* p<0.05; ** p<0.01 
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5. Discussion 
Based on the correlation analysis, the findings of this study suggest that there is a link between the 
independent variable and each of the dependent variables. Specifically,  results show that CSR positively 
and significantly correlates with both customer satisfaction and customer loyalty. This resonates with 
findings by prior studies such as Chung et al. (2015), Perez-Batres et al. (2012), Alafi and Hasoneh (2012) 
and He and Li (2011). Hence, we stand to reason that firms that engage in CSR activities are likely to 
enhance the satisfaction of their customers as well as build customer loyalty.   
 
However, our multiple regression analysis results indicate that while CSR remains positively related with 
customer loyalty, CSR is not significantly related to customer satisfaction when trust is introduced. 
Interestingly, trust is found to be positively related to CSR, customer satisfaction and customer loyalty, 
suggesting mediation. Further, Sobel mediation test results confirm that trust fully mediates the 
relationship between CSR and customer satisfaction while a partial mediation relationship between CSR 
and customer loyalty is established. 
 
Our study contributes to the business strategy literature in several ways. First, while the majority of the 
available evidence point to a positive association between CSR and determinants of company 
performance such as monetary performance, personnel commitment and corporate identity, our study is 
among a few studies (e.g., Chung et al., 2015; Perez-Batres et al., 2012; Alafi and Hasoneh, 2012; He and 
Li, 2011) to empirically demonstrate that bank CSR engagement is linked to positive customer outcomes 
such as customer satisfaction and loyalty.  
 
Second, by examining trust as a mediator, this research helps to clarify earlier CSR studies that have 
advocated for a direct link between CSR and customer satisfaction (e.g., Luo and Bhattacharya, 2006; 
Alafi and Hasoneh, 2012; Chung et al., 2015; Chung et al., 2015; Perez-Batres et al., 2012; He and Li, 
2011). Our study extends these studies by providing evidence that the CSR-customer satisfaction and - 
loyalty relationship is more complex than has previously been found. This study reveals that CSR 
activities influence customer satisfaction and loyalty directly and indirectly through trust. Consistent with 
the signaling theory our study confirms that CSR initiatives can be used as signals sent by a company to 
reduce the uncertainty that can weigh upon consumers’ purchasing decisions by enhancing trust (Van 
Knippenberg and Sleebos, 2006).  
 
Although prior works have noted that CSR affects various kinds of consumer responses, studies that 
examine trust as one of the outcomes are rare in the literature. As such, this study extends the research 
stream on trust by uncovering CSR as an antecedent that can increase or reduce a company’s 
trustworthiness in the eyes of its customer to create satisfaction and loyalty. Given the intangible and 
risky nature of bank services, trust is a fundamental component in building and maintaining long term 
relationships between customers and bank service providers (Morgan and Hunt, 1994; Fatma et al., 2015). 
As suggested by CSR scholars (Brown and Dacin, 1997; Connelly et al., 2011; Homburg et al., 2013; 
Swaen and Chumpitaz, 2008; Martinez and del Bosque, 2013; He and Li, 2011) CSR initiatives provide 
information about the character and values of a company and helps build trust among customers and in 
turn affect perceptions about the quality of the products/services that a company is offering and enhance 
customer satisfaction and loyalty.    
 
Third, while CSR has been relatively more researched in developed countries, not much has been done on 
the subject in developing countries. Therefore, this study extends the frontiers of strategy and CSR 
literatures to a context previously less-examined, a developing Sub- Saharan African economy. By testing 
the conceptual model on Zambian-based bank customers, the study provides evidence of the applicability 
of not only the CSR phenomenon but also Western developed and validated measures beyond the 
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developed economy context and is a timely response to the recent appeal by Jamali and Karam (2018) to 
CSR researchers to embrace developments in such regional settings to advance the development of theory 
and practice.  
 
Last but not least, traditionally, the few available studies on CSR in Zambia have largely focused on 
mining firms and financial performance to the neglect of CSR in other sectors such as banks (e.g., Noyoo, 
2010; Phiri et al., 2019) and customer outcomes. As such, very little is known about how CSR is 
perceived by bank customers located in developing Sub-Saharan markets and bank managers have no 
basis for developing CSR strategies and setting resource allocation priorities to improve trust, customer 
satisfaction and Loyalty. Our study highlights that CSR is an important strategic tool for banks not only 
because of the intense competition and low differentiating factors of the services provided but also 
because of the intangibility and risky nature on financial service transactions, which call for service 
providers to continuously send positive signals to build customer trust and in turn enhance customer 
satisfaction and loyalty. 
 
6. Managerial Implications  
In this rapidly changing market conditions, there is need for managers to formulate business strategies that 
allow easy adaptation and maintenance as well as improvement of their competitive position. This study 
provides evidence that creation of a business strategy based on the CSR concept is an important 
opportunity for differentiation and achieving positive customer outcomes. Our study shows that customers 
are more likely to trust a bank that engages in CSR activities and in turn be more satisfied with the 
services provided by the bank and become loyal customers. As such, banks stand to benefit, by being 
trusted, having satisfied and loyal customers if they give back to the society in which they operate. 
Managers are therefore advised to pay attention and invest more in CSR activities as customers consider 
these activities when making purchase decisions.  
 
7. Limitations and Direction for Future Research 
While this study helps bring understanding of customers’ perceptions of banks’ CSR engagements in a 
context that remains largely under-researched, some limitations can be noted from the study on which 
future research can build on. The fact that the research strategy is cross-sectional and quantitative in 
nature means that the measurement, collection and analysis of data emphasized on quantification (use of 
numbers) and not gaining deeper understanding of the underlying reasons on customers’ perceptions of 
CSR. As such, future research can take on the exploratory qualitative strategy in order to uncover trends 
in thought and gather in-depth viewpoints held by customers about their banks’ CSR activities. 
 
Additionally, since this study used trust as a mediating variable, further studies can look into other 
variables such as word-of-mouth and customer identification. Also, examining how the variables interact 
to affect the customer outcomes is another direction for future research. This will allow for a broader 
perceptive to be taken to provide a better understanding of how the factors could complement each other 
to enhance customer satisfaction and loyalty.  
 
Finally, further research should aim at conducting a longitudinal study to replicate and extend the research 
scope on the study constructs. This could provide well-grounded and better-nuanced results. The fact that 
CSR is fully mediated by trust in this study could be that CSR outcomes need to be studied over a longer 
period of time. Thus, conducting this study across time could help increase the precision of the findings 
and enable stronger statistical inferences to be made. 
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